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Senator Metcalf:
Bridge To Government

Thomas S. Watson, Jr., CPA, Cleveland,
Ohio, is President and Co-Founder of Wat
son, Rice & Co. He received his B.B.A. and
M.B.A. degrees from the Cleveland State
University, has lectured college audiences
and appeared before a United States House
of Representatives Appropriations Sub
committee concerned withfiscal monitoring
of CETA programs. He is Planning Chair
man of the National Small Business
Development Committee of the AICPA,
holds committee positions with the Ohio
Society of CPAs, serves as a member of the
Ohio Board ofAccountancy, and is affiliated
with various professional and service
organizations.

Thomas S. Watson, Jr., CPA

Your constructive concern from
without our profession, and the urging
of concerned certified public accoun
tants from within should move the
leadership of the accounting profession
to make the changes and improvements
that are in the best interests of all who
are concerned.
These comments are not meant to en
courage the pursuit of federal regulation
of accounting practice by Certified
Public Accountants. However, an ob
jective examination of any organization
or body, conducted in a constructive
manner, will bring suggestions for
changes and improvements that will
benefit both the organization and the
public that it serves. We as public
auditors have been espousing that posi
tion for many years. We have attempted
to belie the wry comment that the two
greatest lies ever told are spoken when
the auditor arrives:
The auditee says: “I am glad to see
you.”
The auditor says: “I’m here to help
you.”
It is our turn to be the auditee. We’re
glad to see you. It is my hope that this

experience ultimately will benefit both
the accounting profession and the
economic decision-makers, large and
small, of our country.
There are some specific areas where I
feel that continued encouragement will
be helpful to our profession. They in
clude the development of audit com
mittees, the development of a small
business arm of the Financial Accoun
ting Standards Board, the continuance
of quality control programs, and some
resolution of the“restraint of trade”
charge by the Federal Trade Comission.
Further, the continued integration of,
and cooperation with, minority groups
will enhance the vitality of the profes
sion and be a reflection of the best inten
tions of our democratic government.
The profession also solicits stronger
support of the public service committees
of our professional societies. The
paragraphs that follow explore these
areas of potential development.
Audit Committees
A major concern of our profession is
maintenance of independence in
appearance as well as mind. The CPA’s
reputation for independence and in

Editorial Comment: Seldom has the
business and accounting press printed
so many column inches ofjeremiad as
those that followed the indictments of
the accounting profession by Senator
William Proxmire (D-Wis.), Senator
Lee Metcalf (D-Mont.) and Represen
tative John Moss (D-Cal.). Defensive
replies, sometimes vituperative, always
anguished, have followed in quick
succession and built into a momentum
that urges counter-proposals to the
proposed government regulation. Very
important people (usually wellplaced in
Big Eight public accountingfirms) have
had their say and have spoken with
patriarchal authority for the entire ac
counting group.
The comment below is from a less
documented but very significant part of
the profession, the small public accoun
ting practitioner. It is adapted from the
April 21, 1977, testimony by Mr. Wat
son at the committee hearings before
Senator Lee Metcalf, Chairman of the
Subcommittee on Reports, Accounting
and Management, Committee on
Government Operations, United States
Senate. The Senator and his staff
prepared the much-protested study en
titled “The Accounting Establishment,”
published late in December, 1976.

tegrity is our principal stock in trade. At
this point, although most auditors have
maintained their independence of
thought we have allowed the public’s
perception to change
There is a growing concern over the
auditors being engaged and paid by the
management that they are auditing.
This situation has compromised the
appearance of independence in the
minds of the general public.
Our profession is aware of the
problem as are the stock exchanges and
the Securities and Exchange Commis
sion. We are encouraged by the New
York Stock Exchange requirement that
all listed companies use audit com
mittees of outside directors to deal with
independent auditors.
I propose that the concept of the audit
committee be developed and en
couraged by our professional societies.
There are several concepts now being
proposed. Our concept suggests that the
audit committee be comprised of three
outside directors having non
interest/identification with the manage
ment of the company. They should be
elected by the stockholders annually, by
July 1977/13
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a ballot that would choose three from a
field of five nominees. The committee
would elect its chairman.
The audit committee would be charg
ed with the full administration of the in
dependent audit. It should engage the
auditor, provide continued contact with
the auditor for the period of the audit
engagement, accept the final audit
report and pay the audit firm.
This proposal varies from most others
in the last function proposed above. For
proper administration of the audit
engagement the audit committee will re
quire both a staff and a budget.
Small Business Arm of FASB
An arm of the FASB should be
developed to deal with the special re
quirements of small business accoun
ting. The American Institute of Cer
14/The Woman CPA

tified Public Accountants presently has
the “GAAP for Small and/or Closely
Held Business Committee.” This com
mittee studies generally accepted ac
counting principles and proposes
changes in Statements on Auditing
Standards and makes recommendations
to the FASB.
Some small practitioners feel that cer
tain accounting and auditing standards
may not apply to their clients who are
mainly small, privately owned
businesses. The FASB needs a rule mak
ing arm that would work together with
the AICPA committee to refine and
develop the reporting of accounting in
formation for small business. Such an
FASB division should have the power to
set accounting policy for the small or
closely held business, and for not-forprofit organizations.
Quality Control Program
The AICPA has begun the develop
ment of a quality control program
building on the prior quality review
program that had served smaller prac
titioners. As the new program is con
stituted it will provide for a review and
rating of the quality control system of
any practice unit. If a firm’s system is
found deficient it will be given an oppor
tunity to correct the deficiencies and re
quest a subsequent review. This
program is now voluntary.
We propose that the voluntary
program be continued. However, it
would be enhanced substantially if the
results of the review were available to
the public. Both the firm’s image and the
public confidence would be enhanced by
issuing a public notice of those firms
whose quality control programs are ap
proved by the AICPA. Publicizing the
status of participants would also in
crease motivation for a firm to par
ticipate in the program.
The AICPA and/or the firm should
be free to reveal the results of the review,
within the constraints of professional
ethics and good taste.
Behavior Rules
The Federal Trade Commission is
presently investigating The AICPA,
state societies and state accountancy
boards. One of the major concerns ex
pressed is the behavior rules (rules of
ethical conduct) as promulgated by
these bodies.
The rules under fire prohibit solicita
tion of clients, advertising, and offers of
employment to other practitioners’
staffs. The FTC and others have
suggested that these prohibitions may
be “in restraint of trade.”

The AICPA is reviewing its code of
ethics as are many state societies and
state accountancy boards. I would en
courage them to modify the existing
rules to reflect the concerns expressed
by the FTC, without completely remov
ing all charges for CPAs to maintain a
high degree of integrity and
professionalism.
Integrate the Profession
on all levels
In 1969 the Council of the AICPA
passed a formal resolution urging in
tegration in fact as well as ideal. Prior to
1969 there were only 150 black CPAs in
the United States. Integration of the
profession means minorities among the
partners of Big-Eight accounting firms,
the board of directors of the AICPA, ac
countancy boards, AICPA senior com
mittees, and the professional staff of the
AICPA and FASB. There are minority
CPAs qualified for these positions.
We must continue to encourage
minority students who are potentially
qualified to enter the accounting profes
sion. In 1976 there were 450 black CPAs
in the country. Among the many
reasons for this small number of black
CPAs is the fact that many minority
students are not aware of the rewards of
selecting a career in accounting. Ac
counting is an unknown area for many
minority students.
The AICPA attempted to address this
problem by forming the Committee on
Minority Recruitment and Equal Op
portunity. The Committee developed as
a result of Council’s resolution urging
integration of the profession in fact as
well as idea. The Committee’s objective
is to encourage and assist younger men
and women from minority groups to
prepare themselves for professional
careers in accounting. The Committee
oversees the Accounting Education
Fund for Disadvantaged Students,
which includes both grants and
scholarships. It has asked for con
tributions from the AICPA
membership. But the response has been
modest.
Stronger Support of the
Public Services Committees
We are increasingly aware of the
negative impression the public has of
CPAs. In recent years the CPA has been
most visible as the defendant in law suits
against auditors, anti-trust action by the
federal government and attacks on our
integrity by government officials. The
general public lacks a basic understan
ding of accountancy and has a mis
conception of the role of the auditor.
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Financial Accounting Services and Terminal

FUNCTIONAL ACCOUNTING
Commercial Information provides the profes
sional accounting firm with FUNCTIONAL
ACCOUNTING data base processing services.
This innovative service will enable your firm to
adequately fulfill the automated reporting
requirements of your tax exempt clients.

The design of the FAST FUNCTIONAL AC
COUNTING data base is such that the applica
tion subsystems will integrate with your clients'
GENERAL LEDGERS as required. You may
designate summary control information from a
client PAYROLL subsystem be generated
automatically for integration with the GEN
ERAL LEDGER. Whenever possible FAST
eliminates to the greatest extent repetitive
manual handling. The result is a service to the
accounting firm at a lower cost, faster, and
with considerably less effort than a manual
system.

One of the most interesting features of the
FAST FUNCTIONAL ACCOUNTING data

base system is that virtually all of the com
puter programming has been done. The ac
counting firm simply selects and defines the
financial and manage
ment information reporting
requirements for each client. These parameters
are then “plugged” into the FAST automated
data base at a very moderate cost.
The Commercial Information alpha-numeric
computer terminal may be purchased or rented
on a month to month basis. A long term lease
agreement is NOT required.
A standard telephone line and data access
arrangement is the only equipment required
from your local telephone company. There is
NOT an additional charge for the transmission
of your client data to the Commercial Informa
tion computer center six nights weekly (unat
tended).
Reports are shipped to you from the C.l. com
puter center at no additional charge (courier
service delivery areas excepted) early the next
morning.

FAST SERVICES:

.

STANDARD GENERAL LEDGER

.

ADVANCED GENERAL LEDGER

.

CUSTOM GENERAL LEDGER

.

FUNCTIONAL ACCOUNTING

.

ADVANCED PAYROLL CHECKWRITING
& RECORDKEEPING

.

STANDARD ACCOUNTS RECEIVABLE

.

ADVANCED ACCOUNTS RECEIVABLE

.

ADVANCED ACCOUNTS PAYABLE

.

TERMINAL NETWORKS

for information call or write your nearest Commercial Information office:
85 Mystic St., Arlington, MA 02174
7700 Marine Rd., N. Bergen, NJ 07047 1114 N. Arlington Hts. Rd., *100, Arlington Hts., IL 60004
Phone 617/648-8250
Phone 201/868-1717
Phone 312/259-8990
342 Madison Ave., New York, NY 10017 18287 Mallard Circle, Cleveland, OH 44136 8936 S. Sepulveda Blvd., #202, Los Angeles, CA 90045
Phone 212/682-3256
Phone 216/238-5990
Phone 213/645-2500
FAST IS A TRADEMARK OF COMMERCIAL INFORMATION CORPORATION

We are not a very popular profession,
but we do not have to remain that way.
We must make the public aware of our
positive accomplishments and con
tributions to society. For this reason
every CPA must wholeheartedly sup
port the public service committees of
our professional societies.
To gain more public awareness of our
profession the Small Business Develop
ment Committee of the AICPA works
with the state societies to organize local
accounting programs and conduct small
business assistance programs. The
SBDC also serves as a control informa
tion point for inquiries related to job
training, minority CPA firms, minority
recruiting programs, and small business
development. Through the efforts of the
SBDC and the state societies, free ac
counting service are rendered to in
dividuals who otherwise could not af
ford the services of an accountant.
With the continued endorsement of
the AICPA these public services can be
provided on a continual and expanded
basis.
Much has been published about the

AICPA and CPAs in general. However,
the role of the professional societies in
support of smaller practitioners and
small business is often overlooked. The
AICPA has the opportunity to endorse
and support the work of its Small
Business Development Committee in a
way that will enhance our professional
image and expand our existing
programs.
Conclusion
While we all agree that the accounting
profession could be improved, it is
heartening to review the recent progress.
The numerous investigations and
reviews of the profession’s organization
have caused us to take a look at
ourselves and our institutions. That in
ward look has generated a mood that is
receptive to constructive change. The
improvements that we have recently
seen will be followed by many more bold
and constructive steps in thenear future.
We are moving. And with the continued
motivation of federal and congressional
reviews of our progress, we will continue
to move forward.
Specific actions that the federal agen

cies and Congress should encourage in
clude the following:
1. The broad use of audit committees
by not only publicity traded com
panies but also all other corporations
receiving public funds.
2. Development of an arm of the FASB
that will specifically address accoun
ting information needs of the small
business.
3. General promotion of the AICPA
Quality Control Program so that it
will gain broad acceptance from the
public as well as CPA firms.
4. Modification of the existing
behavior rules of the CPA
professional societies.
5. Integration of the profession on all
levels.
6. Active cooperation with minority
organizations to appoint minorities
to senior committees.
7. Full endorsement of the Small
Business Development Committee
program by the AICPA Council and
Board of Directors, and general sup
port of the public service programs
of professional societies.
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